INTRODUCTION
The Gulf Cooperation Council (GCC) economies are reliant on oil and gas exports. Higher oil prices lead to greater economic growth and government spending (expansion policy). Recently, lower oil prices have threatened the economies of GCC countries. One of the main reasons behind the drop in oil prices is that there is not enough demand to cover the huge amount of supply (International Monetary Fund, 2017) . As a result, on the 26 th April 2016, the Crown Prince of the Kingdom of Saudi Arabia, Mohammed bin Salman, announced KSA Vision 2030. The main goals of the Vision are to reduce the dependency on oil and to concentrate on diversifying the economy, such as developing
The main objective of this study is to identify the factors that can impact on the profitability and stability of GCC banks, using data from the period 2005-2014, to achieve GCC Vision 2030. The profitability indicators are: return on assets (ROA), return on equity (ROE), and net interest margin (NIM). In terms of stability, this can be presented through z-score and capital ratio. The statistical regressions in this study are generalised least squares (GLS) and generalised method of moments (GMM). Using both statistical indicators (GLS and GMM) is highly limited in previous studies. The main results for profitability show that stable banks are typically more profitable than instable banks. Moreover, there is a significant and positive correlation between capital ratio and profits -larger banks obtained higher returns. To achieve GCC Vision 2030, GCC banks may benefit from concentrating on lending services. Furthermore, attracting foreign direct investments can enhance banks' profits. In contrast, outflow remittances badly affect ROA and ROE. As for the findings of stability, z-score and capital ratio impacted each other significantly and positively. Additionally, larger banks were found to be more risky when compared to smaller banks, and lending services support stability with lower insolvency risks. Finally, ROA significantly and strongly affects both stability indicators (z-score and capital ratio). Using the foreign direct investment (FDI) as an independent variable is a contribution to the performance and stability studies in banking. The result indicates that more FDI leads to better profitability in banking sector. In addition, examining the effects of outflow remittances on performance and stability adds to the knowledge. The outflow remittances decreased ROA and ROE but improve NIM significantly. In general, Islamic banks could achieve more profits (with higher insolvency risks) than conventional banks, and are found to be wellcapitalised compared to conventional banks.
Keywords: Islamic Banks, Conventional Banks, Gulf Corporation Council, Vision 2030, Profitability, Stability national industry, services, health, education, tourism and infrastructure (KSA Vision 2030 , 2017 . Since this step from the Saudi government was taken, the other GCC countries have supported KSA Vision 2030 through creating national economic development plans for each GCC country (Bahrain, Kuwait, Oman, Qatar and United Arab Emirates [UAE]). Economic reform for the GCC countries can be achieved through focusing on improving the banking sector. This paper aims to investigate the indicators that can boost the financial performance and stability of the GCC to achieve GCC Vision 2030. Since the 2007 global financial crisis (GFC), banks' concerns have focused on the determinants of profitability and stability. Some studies suggest that higher profits lead to fewer insolvency risks (Chiaramonte et al., 2015) . In addition, many studies confirm that more financial stability leads to better financial performance (Mollah and Zaman, 2015) . Analysing banks' performance and stability is significant in supporting managers, depositors, creditors, policy makers, bank regulators and academics. Concentrating on the GCC region makes this study interesting for many reasons. First, GCC economies are still considered to be emerging, and there are plenty of gaps for development. Second, GCC countries play important roles in controlling the global economy due to the huge exportation of oil and gas. Third, there are large numbers of financial institutions in the GCC area, especially conventional and Islamic banks. Fourth, foreign direct investment has increased sharply over the last decade, making the GCC region very important for new investors in the banking sector. Finally, challenges have been on the increase recently due to lower oil prices and certain political problems in the Middle Eastern and North African (MENA) region, such as the Arab Spring that occurred in 2011. Therefore, it is better for GCC countries to be ready for any challenges that threaten their economies by being aware of the determinants of performance and stability in the banking sector.
The main objective of this study is to identify the factors that can improve banks' financial performance and financial stability in GCC countries to achieve the future economic growth plans (GCC Vision 2030). The period of the data covers 2005-2014, which includes crucial issues such as the global financial crisis and the Arab Spring. Bank profitability can be represented by return on assets (ROA), return on equity (ROE), and net interest margin (NIM). Regarding bank stability, z-score and capital ratio are the main indicators used in this study. The relationship between the dependent and independent variables can be tested through generalised least squares (GLS), and for robustness, the generalised method of moments (GMM) approach can be tested. There are several contributions in this study.
 The study contributes by focusing on how to achieve GCC Vision 2030 in terms of economic growth through the banking sector.  Based on the researcher's knowledge, this study is the first to investigate whether foreign direct investment (FDI) affects profitability and stability in the banking sector in GCC countries.
 The study considers outflow remittance as a hypothesis that can impact the performance and stability of GCC banks, which can be a contribution to the existing knowledge.  Finally, there is a paucity of studies testing the effects of the country governance factors (voice and accountability, political stability and absence of violence/terrorism, government effectiveness, regulatory quality, rule of law and control of corruption) on the profitability and stability of banks. However, this study tests the influence of two country governance factors -voice and accountability, and political stability and absence of violence/terrorism -on the profitability and stability of GCC banks.
The following section of this study, Section 2, includes the literature review that explains the recent studies on determinants of profitability and stability in banking sector. Section 3 consists of the data description and methods. This section includes also a brief on dependent and independent variables. Moreover, the regressions (model) are explained in this section. Section 4 indicates the results of GLS and GMM and discussion about the significant variables. Finally, Section 5 concludes the results of this study, providing limitations of the study and the further research that can be conducted in the future.
LITERATURE REVIEW AND HYPOTHESES FORMULATION

Literature review of profitability
Few existing studies examine the determinants of profitability for Islamic and conventional banks. The most recent studies were conducted by Olson and Zoubi (2017) , Ghosh (2016) and Khasawnah (2016). Olson and Zoubi (2017) used ROA, ROE, and NIM as profitability ratios for the MENA region for the period 1996-2014. The results of this study revealed that larger banks were found to be more profitable than smaller banks. In addition, listed banks performed better financially than unlisted banks. Finally, during the period of the global financial crisis, it was possible for banks to be resistant to bankruptcy. Ghosh (2016) From the review of the literature of profitability and stability in the banking sector, there is a dearth of studies focusing on the impact of foreign direct investment, outflow remittance, and country governance factors (voice and accountability, political stability and absence of violence/terrorism, government effectiveness, regulatory quality, rule of law, and control of corruption) on profitability and stability in the GCC region. As a result, this study fills these gaps and further research can be extended based on these hypotheses.
Hypotheses formulation
Both internal and external factors are examined in this study, both of which can affect the profitability and stability of Islamic and conventional banks in GCC countries. The formulation of hypotheses can be considered based on the significant variables from the literature review.
Internal factors
The internal factors (bank-specific variables) in this study are z-score, capital ratio, and size of bank, loan intensity, age of bank, ROA, foreign ownership, domestic ownership, public ownership, Islamic dummy, and listing in the stock market.
Z-score: Regarding the literature of determinants of profitability, the majority of recent studies confirm that higher financial stability and fewer insolvency risks led to profits, as banking clients prefer to deal with stable banks (see Mamatzakis et al., 2016; Mollah and Zaman, 2015) . This result in obtaining more deposits from clients, and higher deposits subsequently enable a variety of banking enterprises. Referring to stability, Horvàth et al. (2014) argue that the relationship between capitalisation and z-score was significant and negative for commercial Czech banks for the period 2000-2010. Based on this, the first hypothesis can be formulated:
H1: Z-score impacts the profitability and stability of GCC banks significantly.
Capital ratio: Focusing on the literature of profitability, comprehensive studies have investigated the impact of capitalisation on profitability.
Most studies approved that capitalisation significantly and positively supports profitability, such as Ahamed (2017), Maudos (2017) and Trad et al. (2017 GFC: Several studies prove that banks increased their profits significantly over the GFC period, including Olson and Zoubi (2017) . In contrast, the majority reported that GFC affected banks' profits inversely and significantly, e.g. (2014), however, claim that during the period of GFC risk-taking was significantly high. This study investigates whether the GFC influenced the profitability and stability of GCC banks under the following hypothesis:
H17: GFC impacts the profitability and stability of GCC banks significantly.
Arab Spring: In 2011, most economies in the MENA region were badly affected by the political instability in the area. This is confirmed by Ghosh (2016) for both profitability and stability. The impact of the Arab Spring, however, can be tested in this study as:
H18: Arab Spring impacts the profitability and stability of GCC banks significantly.
METHODOLOGY
Data description
The sample for this study was collected from Orbis Bank Focus and World Bank. The panel data covers the period of 2005-2014 for GCC countries (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab Emirates) comprising Islamic and conventional banks. According to the Gulf Cooperation Council (2017), the GCC is a political and economic union that located in the Middle East. This union was formed in 1981that headquartered in Riyadh (the capital of Saudi Arabia). There are similarities in cultures such as shared Arabic language in the region. The GCC countries have emerging economies and they highly depend on oil exports to grow their GDP. The GCC Vision recommends diversifying economy rather than depending on oil income. Many strategies can be provided to diversify economy such as improving services sectors, attracting more tourists, facilitate foreign direct investment and enhancing industrial activities. In total, the sample contains 74 banks, 19 Islamic banks, and 55 conventional banks.
Dependent variables
Following the literature, profitability can be used through return on assets (ROA), return of equity (ROE) and net interest margin (NIM). Tan et al. (2017) employed the same three profitability indicators in their study. For stability, the primary measures of stability are z-score and capital ratio (both used by Vallascas et al., 2017) . Table 1 concludes the definition of dependent variables and statistics summary for GCC banks over the period 2005-2014.
Independent variables
The internal factors in this study are z-score, capital ratio, size of bank, loan intensity, age of bank, ROA, foreign ownership, domestic ownership, public ownership, Islamic dummy, and listing in the stock market. On the other side, the external factors are foreign direct investment (FDI), outflow remittances, accountability, political stability, market capitalisation, global financial crisis (GFC) and Arab Spring. Table 1 provides the definition of independent variables and statistics summary for GCC banks over the period [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] . In addition, the expectation of the relationship between dependent and independent variables is presented in Table 1 . Before starting the analysis section, the correlation matrix needs to be conducted to make sure that the data do not have multicollinearity. Table 2 shows that all correlation values are under 70%. Table 3 presents the results of the significant variables affecting the profitability and stability of GCC banks for the period 2005-2014. For profitability, the significant factors are z-score, capital ratio, size, loan intensity, domestic ownership, Islamic dummy, listing, FDI, outflow remittance accountability, political stability, market capitalisation and Arab Spring. On the other side, Table 4 illustrates the significant variables affecting stability, namely z-score, capital ratio, size of bank, loan intensity, age of bank, ROA, foreign ownership, domestic ownership, Islamic dummy, listing in the stock market, accountability, political stability, market capitalisation, and Arab Spring.
RESULTS AND DISCUSSION
H1: Z-score: The results of GLS and GMM in Table 3 confirm that higher stability allows more profits with lower risks, as predicted (similar to Mamatzakis et al., 2016; Mollah and Zaman, 2015) . According to the findings of stability in Table 4 , there is a mutual, robust and positive correlation between z-score and capital ratio (this is consistent to Horvàth et al., 2014) . This means that banks in the GCC can achieve the economic reform of Vision 2030 through focusing on growing their profits and capitals.
H2: Capital ratio: Table 3 shows that capitalisation has a positive coefficient for ROA and is strongly significant at 0.1%. This outcome is in accordance with observations of Ahamed (2017) Table 3 and Table 4 strongly suggest that banks' goals can conform to Vision 2030 through maximising capital. This can be realised through higher investment in the banking industry, involving the development of economies of the GCC such as financing projects.
H3: Size: Based on the results in Table 3 , it can be observed that larger banks in GCC countries are more profitable compared to smaller banks, as expected. This finding supports the conclusions of Biswas and Zhai (2017), Brighi and Venturelli (2016) and Maudos (2017) . At the same time, higher total assets allow more insolvency risks (similar to Leroy and Lucotte, 2017; Vallascas et al., 2017) . This refers to the negative and significant association between stability indicators (z-score and capital ratio) and size of banks in Table 4 . From this result, banks have to be careful in terms of investing their assets, equity, and profits. Table 3 and Table 4 show that concentrating on lending services significantly and positively supports ROA (like Ahamed, 2017) and capitals (similar to Kohler, 2015) . These findings mean that the demand on credit was relatively high. Overall, banks can increase their loans to enhance their profits and stability, but must consider many related factors such as interest rates, clients' deposits, financial crisis, inflation, and recession.
H4: Loan intensity: The empirical results in
H5: Age of bank: The regressions of GLS and GMM show that older banks can achieve higher return on equities than new banks. Older banks have more experience in terms of investing capital with lower risks compared to new banks (Dietrich and Wanzenried, 2011). In this case, investors in the banking sector can distribute their funds between older and new banks in GCC countries to achieve an integrated economy, which can support GCC Vision 2030.
H6: ROA: The outcome of the GLS model in Table 4 2014) conclude the same outcome. Generally, more profitable banks can provide more services of higher quality compared to banks with low profits. In addition, higher profits lead banks to diversify their risks through investing in a variety of enterprises. Moreover, clients prefer to deal with profitable banks. This result encourages banks to maximise their profits, and then realise Vision 2030 in GCC countries.
H7: Foreign ownership: Table 4 illustrates that international ownership significantly and negatively impacted the stability of banks in GCC countries during the period 2005-2014 (related to Kasman and Kasman, 2015) . This result discourages international investors from financing banks in GCC countries. In this case, governments can increase deregulations to attract more investment from international investors in the banking industry.
H8: Domestic ownership: The signs of coefficients in Table 3 depict that banks were profitable in GCC countries throughout the period 2005-2014. However, Table 4 shows that the risk of bankruptcy is relatively high. Based on this, local owners have to be aware of this when reinvesting the returns of banks in GCC countries to avoid failure.
H10: Islamic dummy: For profitability, the findings of Islamic dummy in Table 1 show that Islamic banks are more profitable than conventional banks (see Ghosh, 2016) . In terms of stability, conventional banks are more stable and less risky compared to Islamic banks. In addition, Islamic banks were found to be well-capitalised during the period 2004-2014.
H11: Listing: Table 3 indicates that listed banks achieve greater ROE than unlisted banks. This is linked to the study by Saghi-Zedek and Tarazi (2015). Moreover, unlisted banks have better NIM ratios than listed banks. Table 4 , however, notes that the unlisted banks were found to be better capitalised compared to the listed banks in the GCC region for the period 2005-2014. Table 3 . The reason behind this can be explained by lower deposits being inserted when money was transferred abroad. This warns central banks in GCC countries to reduce outflow remittance through increasing commissions on international transfers. In contrast, banks could enhance NIM due to commissions on transfers.
H14: Accountability: Contrary to expectations, the correlation between profitability and accountability is significant and negative, as illustrated in Table 3 . This indicates that when organisations declare their activities and financial statements, banks financially perform worse. The governments in this case could encourage organisations in GCC countries to raise awareness of the advantages of announcements.
H15: Political stability: Banks in politically safer GCC countries achieved significantly and positively better ROE values with higher risks due to the significant association between z-score and political stability (see Table 3 ). This outcome leads to interest from banks to achieve profits, although the associated risks must also be taken into consideration.
H16: Market capitalisation: The results in Table  3 illustrate that growth in the stock market has led to higher ROA and ROA in GCC countries but lower NIM during the period 2005-2014 (linked to Tan et al., 2017) . However, Table 4 shows that there is a significant and positive relationship between capital ratio and market capitalisation.
H18: Arab Spring: Over the period of the Arab Spring (2011-2014), banks performed worse financially, as depicted in Table 3 (consistent with Ghosh, 2016) . On the other hand, over the period of the Arab Spring, banks in the GCC area increased their capitals significantly (see Table 4 ).
CONCLUSION
The main aim of this study was to identify the factors that affect the profitability and stability of GCC banks, using data from the period 2005-2014, in order to achieve economic reforms through GCC Vision 2030. The empirical findings summarised that stable banks were typically more profitable than unstable banks. In addition, capitalisation supported profits positively. Larger banks, however, achieved higher earnings during the period of study. Banks can also focus their lending services depending on the significant and positive correlation between ROA and loan intensity. The government can deregulate foreign investment in the banking industry, as the relationship between ROA and FDI is significant and positive. At the same time, policy makers in the banking sector should impose more regulations on outflow remittance due to a negative impact from external transfers on ROA and ROE. Regarding stability, z-score and capital ratio influenced each other significantly and positively. Moreover, larger banks were found to take more risks than smaller banks. Providing loans to clients also supports stability with low risks. ROA significantly and strongly impacted both stability indicators (z-score and capital ratio) for GCC banks over the period [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] . Overall, the results of this study conclude that Islamic banks obtained more profits (with higher insolvency risks) than conventional banks. In addition, Islamic banks were found to be well-capitalised compared to conventional banks. There are a number of limitations in this study, such as the unavailability of some data from 2015 and 2016 which forced the use of panel data until 2014. In addition, this study excluded the rest of country governance variables (government effectiveness, regulatory quality, rule of law and control of corruption) due to the existence of multicollinearity. Future studies would benefit from being extended to cover 2015 and 2016, as well as covering a larger sample from MENA countries. Finally, the impact of all country governance variables on profitability and stability could be analysed in further research. More studies also can be conducted in the future through using more dependent variables such as efficiency indicators. The data development analysis (DEA) and stochastic frontier analysis (SFA) can represent efficiency in banking sector.
